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REPORT ON SALES OF COMMERCIAL LIFE INSURANCE IN 
EUROPE UNDER LICENSE OF UNITED STATES ARMY 


In 1953, the Department of Defense issued a directive establishing 
departmental policy affecting the sale of commercial life insurance 
upon military reservations and to military personnel. Each of the 
three services implemented this directive by its own regulations 

The regulations issued by the United States Army, which related 
to the subject investigation (p. 221, record) are Army Regulations 
600-101, effective August 24, 1953. 

Other investigating subcommittees of this committee have had 
complaints relating to the sale of commercial life insurance, and there 
are pending several complaints from continental United States, 
recently received Most of the earlier complaints were corrected 
administratively after investigation 


Another class of complaints bette , deseribe das protests have ha i 


to do with solicitation of commercial life insurance on military reserva 
tions located in States where neither company nor agent were licensed 
by that State. The military view seems to be that where Federal 


jurisdiction is exclusive, companies and agents licensed in any State 
mav be authorized to sell commercial life-insurance contracts, even 
though that company or that agent might not be eligible for license 
under the laws of the State where the sale was made There have 
also been situations where Federal and State jurisdiction are concurrent 
by terms of the acquisition or by reason of State cession statutes. 
The legal situation in such cases, we feel, may require exploration and 
study. We recommend study of this whole subject by the 84th 
Congress. 


‘ 


PRINCIPLES CONSIDERED BY THE SUBCOMMITTEE IN THIS 
INVESTIGATION 


l. The position of the subeommittee Lt) this matter mpy he suec- 
4 


einctly stated: The United Stat rmy, havi undertaken to 


: ] hed . ———e 
license companies al ad agents under recuiations, ana having Dy th 


specific terms of the regulations delegated the responsibility therefor 
! 


to the field command, that fret earries wit it the aut of adequate 
supervision of licens S al d lice sees: and that fact furthe Carries 
with it the obligation of contimnul surveillance of the conduct of 
business 1y\ licensees Th = licenses re in {feet introdu tions to 
military personnel by superior authority and carry with them implicit 
Oi ranties of merit and eood conduct Such a responsibil may 
not be liehthy treated. 

2. Military duty assigned may not be delegated. Commissioned 
officers of the United States Ai Vv are not privil red to ] e for 
themselves \ hat they personal thi k oucht o be do abo { 
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regulations and orders. Until regulations and orders are changed or 
countermanded in accordance with military procedures, it is their 
dut y to obey orders. 

The United States Army does not need to get into the business 
ol licensing either commercial  life-insurance companies or their 
agents. It has chosen to do so. It has established regulations gov- 
erning such matters. No other business enjoys quite the same 
Sanctions as comm ‘reial life-insurance sales under military licenses. 
The tas pavers of the United States defray the cost of the allotment 
system under which substantially all premium payments are collected. 
The collection expehse of these licensees does not compare witb other 
types of sales among the nonmilitary. 

t, One fact must not be overlooked: Congress has from time to 
time provided for life-insurance coverage for military personnel. 
The present act is the Service Insurance Act of 1951. It provides, 
among other things, for an automatic-no-cost-life insurance of $10,000: 
and it further provides that the soldier upon separating from the 
service may continue to carry this insurance on very favorable terms. 

5. We also make this observation: That in civil life, the bulk of 
peo! le with incomes comperable with the GI's do not carry such large 
po icles It is in many instances b ‘vond the earning power of young 
meh oi military ace. 


CHARGES IN ARGOSY MAGAZINI 


In its issue of November 1954, Argosy magazine published an article 
by Michael Stern (p. 2) dealing, among other things, with commercial 
life-insurance sales under the jurisdiction of the United States Army 
in Kurope. The charges in that article caused much concern. in 
congressional circles and among military personne! 

Because of the shortness of time, we limited our inquiry to the 
charges relating to field conditions In Kurope coneermimneg commercial 
life insurance. While licenses are still outstanding, the sale of com- 
mercial life insurance can continue; and we owed the duty of inquiring 
with respect to this subject, immediately. Other matters can be 
considered later. 

The testimony of Mr. Stern was taken under oath. That of an 
azent who was banned from Europe was takcn. We have issued 
questionnaires and sought information from various sources on the 
s y) et of this mquiry We have examined pertinent portions of the 
files et USAREUR and have interrogated civil and military witnesses 


Free and oper discussion on matters involving the Government of 
} 1 ! 


the United Stetes, whether it be the Military Establishment or not, is 


We do not intend to express aly opinion or judgment on the con- 


clusions and cherges mm Argosy. Those who may feel aggrieved heve 
a 10 nb wht to Ae redress if thev so desire. But such subjects 
as we have lives ted are published for offieie! cuidance and infor- 


I} { | i Who May wish to form their own conclusions, as we 
STATEMENTS RECEIVED BY SUBCOMMITTEE 


becommittee received statements on subjects considered at 
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At page 54, a group of insurance companies chartered in Texas 
present a statement concerning standards and stature of their business. 

At page 57, the insurance commissioner of Texas, at the instance of 
some interested insurance companies, presents a statement on the 
insurance laws of Texas, and on Texas insurance companies. He 
assured us that there had been no losses suffered by any policyholder 
in a Texas life insurance company. 

At page 182, an address of the Lieutenant Governor of Texas, mace 
to the Life Insurance Convention at Dallas, Tex., on October 15, 1954. 
is presented because of the official position of the speaker. 

Exhibit 2 annexed to this report, was received too late to be included 
in the printed hearing. It contains recommendations of the Texas 
Legislative Council to the Texas Legislature recommending ‘‘five 
moves to safeguard insurance in Texas.”’ 

It is not necessary for us at this time to get into a discussion of the 
laws of Texas or those of any other State. Wedo not propose to do so, 

Neither can we resolve any differences which may have arisen out of 
any conclusions in Argosy or the quote from Time to which reference 
was made in the testimony (p. 14). Some individuals have mis- 
apprehended the forum in which that subject should be aired. 

We do have a vital interest in the underwriting policies and pro- 
cedures being followed by companies holding military licenses. We 
cannot ignore the statements and recommendations of the Legislative 
Council of Texas nor the address of the Lieutenant Governor of Texas 
when so many companies licensed in Europe, for example, are char- 
tered in that State. Nor can we pass over the fact that many of the 
companies licensed on the list presented to us, have written insurance 
on military personnel almost to the complete exclusion of other types 
of risks. And in this latter matter, we have the admonitory observa- 
tion of one of the oldest life underwriters in America in response to 
the question as to why = was not interested in doing business in 
Europe (exhibit 1); that “from an underwriting point of view, no 
company should have an nie amount of its outstanding insurance 
on the lives of men subjected to hazards which are, to some extent, 
immeasurable and unpredictable.” 


‘““RENEVOLENT MONOPOLY’’ 


A number of witnesses were suggested by ere ie for considera- 
tion of the subcommittee (p. 230, Tabs B and C). A staff judge 
advocate was to advise us on the “legal aspects” of the European 
Association of Life Underwriters and assure us that EALU was not 
in violation of “antitrust or monopolistic principles in its conception 
or in the conditions under which it is designed to function.” ~_ 
he was also to share with us, his finding “that if the EALU ha 
monopolistic aspects [sic], they take the form of a ‘benevolent seca 
oly’ to correct evils.” We did not pursue this. Time would be more 
usefully expended in a consideration of whether or not American 
antitrust laws are applicable in an occupied territory. If they are, 
such matters are the business of the Attorney General. 

Nevertheless the USAREUR staff judge advocate’s conclusion that 
EALU was a “benevolent monopoly’’ seems quite in order. As we 
found on our inquiry, EALU was a ‘closed lodge.’ But the “benev- 
olence’”’ we observed exists largely for the collection of nana 
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monthly legal fees by the executive secretary of EALU. We have 
not vet determined precisely why such substantial fees are paid by 
participating insurance companies, 


EUROPEAN ASSOCIATION OF LIFI UNDERWRITERS AND LICENSING OF 
AGENTS 


One of the complaints made to the subcommittee concerned the 
alleged dominant position afforded EALU by USAREUR. It had 


been charged that unless a company or an agent was a member of 
this association, neither could hope to be licen sed by USAREUR. 
Discrimination is one of the things that this subcommittee has 
alw Vs yucht to root out While the propriety of cor sulting repre- 
sentative and impartial Drolesslo | trade associations Is a recognized 
source of assistance to those looking for cuidanee, nevertheless these 


associations cannot substitute for personal responsibility on the part 
‘tion between the utilization 
of information from recognized sources and the delegation of 
responsibility 

MALU has a loftv creed of conduct It suggests that it was con- 


of Government officers There is a distin 


ceived because of and dedicated to the elimination of abuses in the 
sale of commercial life insurance in Europe. That there are abuses 
seems to be clear, but what has been done to eliminate them is obscure. 
The association presents a strange picture. A fee of $100 per month 
is exacted from participating commercial life-insurance companies. 
This fee is not paid to the association nor accounted for by the asso- 
ciation; it is paid to an attorney who is the executive secretary. The 
fee payment to this attorney entitles a commercial life-imsurance 
company to the er dlentials of the association and its agents to cards, 
certifying their qualifications by the association, either as general or 
soliciting agents. 

The executive secretary of the association, however, in testifying, 
makes the point that decisions on association activities, licensing, and 
discipline are matters about which he ‘reports’? to the board of 
directors of the association who take action on their own responsi- 
bility Apparently there is no accourting for this “legal fee’ to the 
members of the association. At least one company was not able to 
receive a financial statement. The situation as it is admitted to be 
is, to put it mildly, unusual. 

The question resolves itself into what the association has done to 
improve the standards of conduct. We observed the following: 

1. It still permits a company, which the executive secretary states 
had been engaged in unethical conduct (pp. 127, 129, 131, and 133) 
to continue its membership. The executive secretary on his own 
responsibility did nothing to inform himself upon the charges, nor 
did the assoviation. 

[It seemed proper to them that the offense was committed in con- 
tinental United States and they “didn’t know too much about it.” 
sut when it came to licensing and disciplining of agents, the story 
is more impressive. 

2. The method of examination by the association hardly matches 
the size of the legal fee paid for the service. The “technical training” 
of one agent (pp. 211, 217) was this: His general agent (who at that 
time had sold insurance for a year) gave him “probably as good a 
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briefing on insurance as anybody could possibly get.’’ Then he was 
given some literature. The general agent then took him to the office 
of the executive secretary of EALU where he was given a question- 
naire and more books. The executive secretary did not stay for the 
examination, but the general agent did and aided the applicant in 
answering a substantial number of the questions. With this as a 
preliminary the agent was given a certificate by the association. A 
few days later, with his general agent, he appeared at headquarters, 
U SAREU R, and with no further questioning, was licensed by 
USAREUR. 

He likewise was certified to be licensed from Texas. But the agent 
swore that he had never been in Texas in his life and did not know 
the address appearing upon the eard which he was oly ep, Yet nobody 
in EALU or USAREUR seemed to be in the shehte st concerned. 

For this type of service the company paid $1,200 per year to the 
executive secretary and not to the association. 

The agent went on and was quite a success. Finally his general 
agent thumped him on the back with the neeubiihe that ““* * * you 
are the best con man of them all’’ (p. 200). He had sold a great deal 
of insurance. 

About this time the relationship deteriorated. The agent said it 
was because he didn’t like the business he was in and the character- 
ization given to it. The general agent is a little more involved in his 
explanation of dissatisfaction. In any event, the selling stopped. 
But when the agent showed us the kit of material which he still had 
in his possession, there were in it 7 allotment authorizations which 
he had not presented (pp. 337-342). 

An agent who had sold insurance successfully and in substantial 
amounts for nearly 2 years, changed to a company chartered in the 
State of Washington. He then sought a license first, for this com- 
pany; and second, for himself as general agent. His travail started. 
His company did not pay the $100 per month fee to the executive 
secretary for membership in the association—in fact declined to do so. 
He likewise declined to join the association. 

His company’s statements are to be noted i 313). In August 
1952 it appointed an agent. When, on May 1, 1954, the agent did 
not keep an appointment with the president e this company, his 
services were terminated. “Later we appointed another general 
agent and, when he did not secure permission from the military 
authority, we also terminated his contract.” Note the letter of the 
president of this company (p. 313) advising USAREUR that a letter 
written by one “A. L. McAlester’? was, without its knowledge and 
consent; and asking Lt. Col. Lewis V. Smith to “‘kindly terminate any 
concessions which may have been granted to one A. L. McAlester who 
wrote you the said letter or to any other person who may have claimed 
to represent us?’ (See also statement of counsel for the company 
(pp. 324, 325); letter of the executive secretary of EALU dated April 
5, 1954, in which he identifies A. L. McAlester mentioned by the 
president of this company as a member of EALU 

All this is very strange, indeed. 

The agent’s story is noteworthy (p. 96 et seq.). He was all but 
pushed into the association by Lieutenant Colonel Smith. True, the 
exact words were not spoken, but the conduct leaves no one, including 
ourselves, in any doubt as to what was wanted. This illicit alliance 
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between the association and USAREUR eesanetirs is confirmed 
by the unauthorized issuance of an official letter (p. 155) relating to 
this applicant ageat which was sent to the association, and by the 
association transferred to a company which had no business relation- 
ship with this applicant whatsoever. It was thereafter disseminated 
through the United States mails and by hand to various people until 
it reached our hands. Deleted from it only by pencil mark were 
charges of irregular conduct. We endeavored to find out what con- 
duct this agent had indulged in to suddenly cause him to become 
technically unqualified and unsuited to sell commercial life insurance 
for another company. We have pressed Lieutenant Colonel Smith for 
answer, 

He is required to state “the factors’? upon which his decision was 
reached under Army regulations. We have yet to find out what the 
factors were other than these: 

(2) Inan amorous adventure nearly a year prior to this second appli- 
cation, this applicant vied with one Ellis for preference. It seems that 
there was also another agent in favor at the time. All this is reported 
in full by the executive secretary (pp. 160-161). The ensuing dis- 
agreement led to a “police incident.” However, his rival, a member 
of good standing in EALU, had not suffered any particular damage 
because “* * * those that fly may fight again’; and, that is precisely 
what he did. The “police incident’? was revived and carefully con- 
veyed to Lieutenant Colonel Smith. He duly pondered the informa- 
tion. Up to this time, it had not bothered association, nor principals, 
nor had it affected the sale of commercial life insurance by this 
applicant, then a member of EALU. 

(6) This applicant with another American purchased a number of 
slot machines in storage in Belgium which had been exported from 
Texas. The machines were sold to a club officer in the Air Force at 
Ramstein. That was a mistake. The executive secretary of EALU 
is also an attorney. He had expected to receive a fee from the owner 
of these machines, who is described as a client. This transaction had 
in effect “doublecrossed”’ him and deprived him of his fee. Without a 
fee, the executive secretary was, to say the least, unhappy, so news of 
this transaction was conveyed to the attention of the “action officer” 
at USAREUR. Despite repeated questions, Lieutenant Colonel 
Smith could not say what the sale of slot machines had to do with 

wa technic ral reercnee required to sell commercial life insurance. 
Then there was a private conversation by a member of the 
assoc siation with Lieute mall Colonel Smith, in the latter’s office. 

Following this, the applicant was then banned from Europe. He 
had become, among other terms used, ‘“‘unstable’’, ete. (p. 88 et seq.) 

Tucked away in the files of USAREUR (p. 262) is a report from an 
eavesdropper (EALU’s executive secretary), stating that the applicant 
had been observed talking to Mr. Stern of Argosy magazine. 

The chronological order of these events and the order issued by 
USAREUR banning this applicant from Europe may be coincidental, 
but they constitute a ‘‘cold” record. A bystander viewing them might 
easily reach the conclusion that life outside EALU was not healthy, 
and that EALU had free entree and a great deal more to do with non- 
members than its capacity or position warranted. USAREUR has 
made its own bed. 
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DOMICILE AND STATE LICENSES OF SOLICITING AGENTS 


We took testimony from a number of general agents of USAREUR- 
licensed companies concerning State licenses and domiciles of agents. 
As has been noted, the largest number of companies licensed by 
USAREUR are Texas chartered. One general agent representing a 
Texas-chartered company, had only 2 of his 6 agents licensed by 
Texas. ‘True, they were licensed by other States. Only 1 of the 3 
general agents examined seemed to have any substantial number of 
soliciting agents licensed by the State in which his company was 
chartered. 

It might also be remarked that the Texas companies for whom these 
non-Texas licensees were selling, were not licensed in the States in 
which their soliciting agents were licensed. In this respect, we believe 
paragraph 1 of Army Regulations 600-101 is in need of review. One 
of the purposes of State licenses concerns not only the ethical stand- 
ards of agents but the assurance that a soliciting agent can inform 
policvholders of the State insurance laws of the company for which 
he sells. The situation which we have pointed out does not carry with 
it that assurance. 

LAPSES 


Berl E. Godfrey, of Fort Worth, Tex., listed himself as counsel for 
several commercial life-insurance companies. He attended our hear- 
ings at Cincinnati and Heidelberg. He followed up these appearances 
with a letter advising us to first consider the sale of liquor in Europe 
and the slot-machine business and let commercial life-insurance com- 
panies alone (pp. 301-302). He would prefer that we did not consider 
the amount of lapses in the European theater among companies in 
which he was interested. Godfrey also sent us a “wrong-way oratorical 
flight’’ of some 10 pages by one Fred B. Dickey (not identified in that 
document), listed by USAREUR as president of Service Life Insur- 
ance Co. (p. 230). Like Godfrey, he too was unhappy about our 
inquiry into lapses. His letter is both impertinent and irrelevant, and 
the subcommittee rejects it. But the document will be retained in 
the subcommittee file as an example of distortion and useless advice. 

Godfrey advised his clients not to answer our questionnaire of 
December 11,1954. But Trans-American Life Insurance Co. (of which 
he is vice president) and Service Life Insurance Co. (of which Dickey 
is the president) answered anyway (pp. 302 through 305). 

We fully understand why the rate of lapses would be distasteful to 
both Godfrey and Dickey. From the Spectator, 1954, a recognized 
and responsible source of information on insurance companies, we 
learn that Dickey’s Service Life Insurance Co. had 14,890 policies 
lapse in 1953 or a total of 71.46 percent of total business in force; 
and that Godfrey’s Trans-American Life Insurance Co. had 4,494 
policies lapse, or a total of 28.66 percent of its total in-force busimess, 
for the same period. Their interest in getting us off this subject is 
understandable. 

RATE OF LAPSES 


As has been elsewhere discussed in this report, the subcommittee 
inquired into the rate of lapses of policies written by USAREUR 
licensees on military personnel. We used approved and recognized 
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sources of information when interrogating on the subject. USAREUR 
Discipline Section seemed to agree that anything from one-third lapse 
ratio to any higher ratio would be cause for review of the license of 
such a company (p. 76, et seq.). It has a brand new copy of an insur- 
ance manual now to ponder the quescon. 

This is the legal effect of lapses: A policy lapsed during the first 
3 vears carries no financial return to the policyholder. The monetary 
advantage is largely that of agent and company. There is, of course 
hazard in the risk involved. But among men so young and so well- 
cared for as military personnel, the figures of the companies respond- 
ing to our questionnaire indicate that maturities are small in propor- 
tion to total income. It is generally our understanding, from pro- 
fessional insurance cireles, that an excessive rate of — may 
indicate that the prospect has been oversold by pressure oO by a 
misunderstanding of his requirements; or that the prospect ia as been 
undersold because the agent was unable to indoctrinate the prospect 
on the value of his contract. Technical training, therefore, of agents 
and their standards is a proper concern of any institution which 
licenses them, be it the Army or State insurance commission. 


ALLOTMENT SYSTEM 


The evidence is that the Army allotment system is freely used 
pay premiums upon the insurance sold by these licensees. The 
records show that several of the companies derive substantially all of 
their income by this method. While it is a convenience for the soldier, 
the fact is that the cost of collecting, accounting for and remitting 
insurance premiums is borne by the Government. The kind of an 
operation that is being carried on in USAREUR gives us concern 
about the proper use and the actual operation of the system. It is a 
favored position; but we think from all that we have seen so far, that 
there is need for reexamination by the Congress to determine whether 
or not the system should be continued in this field or, if it is continued, 
whether or not insurance companies who receive these collections 
from the Government, should not share at least some of the expenses. 


SUMMARY AND CONCLUSIONS 


We feel that further hearings are needed to fully explore all of the 
ne. such as lapsation, which have been raised in our investi- 
gation. We recommend that the 84th Congress continue this investi- 
cation. Each Member subscribing this report will be a Member of 
the 84th Congress; hence, all of the information gathered up to this 
time will be available. 
We have, however, reached some rather obvious conclusions: 
1. USAREUR is not doing a satisfactory job on licensing of com- 
panies and agents delegated to it by Army Regulations 600-101. 
There was some attempt made to shift some of the burden to the 
Pentagon. That may well be where the responsibility should be; 
but the regulations de not say so. The basic directives of the De »part- 
ment of Defense and the Department of the Army give few directions 
r standards. We think it too great a responsibility for a field com- 
ms cml ‘r Whose primary mission is military readiness and who has little, 
if any, competent technical or legal advice available in the farflung 
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deployment of our military forces, to be required by regulation to 
pass upon other matters such as commercial life insurance sales. 
The field commander, in this respect, has nearly the same responsi- 
bility as a State insurance commissioner and none of the equipment. 

Insurance is a high’y skilled and technical field. It seems to us that 
the field commander at Heidelberg is unprepared and unequipped in 
its Discipline Section of G-1, as constituted, to do the job required of it. 

2. One of the first prineiples of military discipline is that a com- 
missioned officer may not delegate his assigned responsibility nor 
neglect the full performance of his duties because of personal predilee- 
tions. Licensing of commercial life-insurance companies and agents 
has been placed in the organizational setup at USAREUR in the 
Discipline Section of G—1, staffed by commissioned officers of the 
United States. The evidence before us is that the policing of com- 
panies and agents has been indifferently, loosely, and in some instances, 
capriciously handled. KEALU has been too int mately identified with 
official action. That it is too shaky a reed upon which to rely for 
guidance is, we think, demonstrated by the testimony at the hearings. 

The Department of Defense has chosen to allow the military 
establishments to get into the commercial life-insurance field. We 
think the need for getting into such matters as licensing of commercial 
life-insurance companies and agents, and the use of allotment privileges 
should be given a “second look’”’ by Congress and the Department of 
Defense. 

4. An admonition to all concerned: Complaints do not die out be- 
cause of angry denunciations of critics nor by causing a nationally 
circulated magazine to vanish from newsstands (p. 343); nor by gra- 
tuitous advice to committees of Congress (p. 171 and p. 301), nor by 
the banishment of critics (p. 262). There is, after all, the fundamental 
American right to examine official conduct, to comment upon it, and 
express opinions upon the proprieties involved. That freedom of 
expression is one of the freedoms which the Military Establishment is 
sworn to defend by force of arms if necessary—and the Military 
Establishment must live with it. 

Respectfully submitted 

Dated January 3, 1955. 

SUBCOMMITTEE ON Derenss ACTIVITIES, 
Wituiam E. Hess, Chairman. 

F. Epwarp H&pert. 

Porter Harpy, JR 

Wituram G. Bray, Alternate. 

Gerorce P. MiuiEr, Alternate. 

Approved January 3, 1955. 

Dewy SHORT, 
Chairman, Committee on Armed Services. 
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Exuisir | 


New York Lire INSURANCE Co., 
New York 10, N. Y., December 28, 1954 
Mr. Jonn J. CouRTNEY, 
Special Counsel, Committee on Armed Services, 
Subcommittee on Defense Activities, 
Washington, dD. [. 

Drar Mr. Courtney: Your letter of December 15, addressed to Vice President 
Norton of this company, has been brought to my attention. 

This company, which operates on the branch office system, has had no branches 
or supervisory personnel and has done no business in Europe since shortly after 
the end of World War I. Consequently, we are not at present organized to super- 
vise and service the operations of any agents among United States military per- 
sonnel in Europe 

Although we share your interest in the quality of insurance which is sold to 
military personnel we, nevertheless, feel that it would not be advisable for this 
company to further extend its operations among military personnel 
Among the large life-insurance companies, this company has had, for some vears, 
» of the highest percentages of insurance on military personnel. Because of that 
we have found it 1 ecessary, even in the United States, to restrict any extension of 
the operations of our agents among the personnel of the Armed Forces. 

I believe you can appreciate that from an underwriting point of view no company 
should have an undue amount of its outstanding insurance on the lives of men 
subjected to hazards which are, to some extent, immeasurable and unpredictable, 
We feel that our agents are already producing within the United States as large a 
percentage of insurance on military and naval lives as it would be wise for this 
company to carry. 

Sincerely yours, 


oO 





Duptey DoweEtt, 
Executive Vice President 





EXHIBIT 2 


Excerpt FrRoM THE NATIONAL UNDERWRITER (life-insurance edition issued 
December 24, 1954, p. 10) 


RECOMMEND FIVE MOVES TO SAFEGUARD INSURANCE IN TEXAS 


Five recommendations aimed at strengthening Texas insurance laws have been 
presented to the Texas legislative council by its committee on insurance which 
decided that ‘‘a general revision of the insurance code is neither desirable nor 
needed.”’ 

Recommendations for changes were made in a 202-page report to the council. 
The committee said the recommended changes ‘will result in a completely ade- 
quate code of insurance laws, giving maximum protection to the public and the 
industry.” 

Suggestions of the committee, headed by State Senator Rogers Kelley of Edin- 
burg, included: 

“1. Remedial legislation designed to insure at time of formation and thereafter 
the solvency of all insurance companies, with particular emphasis on adequate 
capital and surplus, investment requirements and formation of companies. 

2. Remedial legislation designed to safeguard the public in chartering and 
formation of insurance companies, with emphasis on the administrative details of 
the board of insurance commissioners in the chartering of companies. 

“3. Remedial legislation designed to cure inadequacies in existing laws with 
respect to the examination of insurance companies by and through adequate and 
trained examining staff under the direction and control of the board of insurance 
commissioners. 

‘4. The Texas Securities Act should be amended so as to make stocks, bonds, 
debentures of insurance companies subject to the provisions of the act. The ad- 
ministration of such act should, as presently provided, remain under the secretary 
of state. 

“5. To the extent necessary, clarifying amendments should be made so as to 
specifically provide that the administration of the insurance code is under, and to 
be performed by, the board of insurance commissioners functioning as a board.” 





SALES OF COMMERCIAL LIFE INSURANCE IN EUROPE ll 


The staff research report noted that Texas has about one-third of the Nation’s 


approximately 3,600 insurance companies It pointed out that the State’s laws 
“allow formation and operation of some types of Insurance companies with very 
small investments’? and that in recent vears “‘a number of small insuranee con 

panies have come into evxistenes Some f these apparently flourished and 
expanded for a time and then wilted into rece ership, 1n most Cases at a loss to 


stockholders, creditors, and shareholders.”’ 
Findings of the research staff included the follow 
* 

Texas, with 126 failures for the 15-vear period. September 1939-54, leads t 
Nation in total number of insurance company failures Second was Nebraska 
with 25 failures 

Failures have continued at a fairly steady rate during the past 15 vears 
throughout the Nation Hlowever, the rate at which Texas companies have been 
placed in receivership in the past 12 months has been more than double that of the 
previous 14 vears 

Of 67 Texas con panies place din receivers! ip in the 15-vear check period, stor 
companies accounted for 12, mutuals 41, and other types 14 On one 
company, has failed in Texas since 1942, and it involved no loss to polieyholders 





EXHIBIT 3 


The following was received after the testimony was printed and is therefore 


included in the report: 


GreaT Nortawest Lt INSURANCE Co., 
Spokane, Wash., December 21, 1954 
Mr. Joun J. COURTNEY, 
Special Counsel, Defense Activities Subcomm 


DEAR Str: Please correct the letter we sent vou December 17, setting forth 
our claims figures as follow 


s 


ontns 

2 f 1954 
Military claims ef 084. 78 > (an. $ 693.19 
Civilian claims 2 298.8 46. 861. 48 ). 944.49 
Total death claims 118, 963. 62 48. 861.48 129. 637. 68 


The figures as shown in our original letter are unchanged, but the designations 
standing opposite the figures became mixed 
Very truly yours, 
Wini1aAmM P. WEAVER, 
Vice Preside nt, 





